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Dear Applgcant: 

k'e have considered your application for  recornit ion of exemption from 
Federtil income tax  under sect ion 501 (c) (3) of the  Internal  Revenue Code cf 
1954. 

The information presented shows that  you were inccrporate* ** **  ***   of 
****** t, under the *******  non-profi t fcrporation Qct , on ******  **  **** . 

YOL. purposes a re  t o  promote the development of visual a r t s  and the 
marketing of such products. 3 

As stated n the !4-ylaws, mmbership is open t o  any legal resident of ******* 
who makes c r a f t  products for  s a l e  i n  reasonatle quanti t ies .  

Financial data submitted reveals tha t  your sources cf inccme a r e  fron~ 
membership dues and from exhil-it and show space fees. Erpend i t~~res  are  for  
exhibit  and show advertising and general operating expenses. 

The a r t s  and c r a f t s  created, made and sold by the memFers inclvde original 
a r t s  in  o i l ,  acryl ics  and hater color,  trocleen-ware, s i lver  jevelry, 
ceramics, hand-made q u i l t s ,  h i t  an4 c rock ted  goods, stained and c v t  
glass ,  home made d o l l s  etc.  The a c t i v i t i ~ ;  c , f  your organization conslsts 
of holding a r t s  and c ra f t s  shotis f o r  the peneral ~ u b l i c  a t  ~-.l?lcJ- ycur 
members exhibit and sell t h e i r  a r t s  ane craf ts .  

Section ZOl(c)(3) of the Code pro\.ide-s for tbe exemptior! f roa  F d e r a l  
income tax of organizations organized and operated exclusively fcr 
chari table,  s c i e n t i f i c  or  educational purposes, no par t  of the net earnings 
of which inures t o  the benefit  cf any 17r.i.vate shareholder or individ~lal ,  
etc .  



S~ection l ,SPl(c)(3)-l(a) of tbe Pegtrlations s t a t e s  that  i n  or+er t o  t e  
exempt as an 0rganizat:ion descril-ed i n  sect ion 501 (c) (3! an o r g a s i z a t i o ~  
must be both organized and operated exc1~:siveIy f o r  one t.r more of t+c? 

purposes specified i n  such section. If an organization f a i 3 s  tc meet 1.7i tf, 
the  organizational test or  the  opcratkcnal test, it is not exempt.. 

Section 1. S(;l (c)  (3 )-l(l?) (1) f i v )  of the Regvlations s t a t e s  t h t  in  nc case 
s h a l l  an organization be censidered t o  I-e organized e x c l ~ ~ s i v e l y  f o r  one or  
more exempt purpases, i f ,  ky the  terms of i t s  a r t i c l 6 s ,  the pvrposes f o r  
which such organization is created a r e  t roader than the purposes specif ied 
i n  sect ion SO1 (c) (3 1. 

Section 1.501Cc) (3 ) - (b)  ( 4 )  of the  Regulations states tba t  am organiza.tion 
is not organized exclusively fo r  one o r  more exempt purposes ~ ~ n l e s s  its 
asse t s  a re  dedicated t o  an exempt purpose. An organization's a s se t s  t ~ i 1 1  
be considered dedicated to  an exempt purpose, f o r  example, i f ,  upon 
dissolut ion,  such a s s e t s  would, t y  reason of a prevision i n  tfie 
organization's a r t i c l e s  or  by operation of law, be distribilted f o r  one or  
more exempt purposes, o r  t o  the  Federal government, or t o  a S ta te  or  local  , 
government, fo r  a public purpose, o r  wovld be d is t r ibuted  ky a c~ovrt: t o  
another organization t o  be used in  such manner a s  i n  the  judgment of tbe  
court w i l l  best  accomplish the  general purposes for  trfiich tbe disso3ved 
organization rms organized. 

Section 1. 501 (c) (3)-1Cc) (1) of the Regula t~ov s t g t e s  that  an orpanization 
w i l l  be regarded a s  "operated exclusively" f o r  one ox more exempt purposes 
only i f  it engages primarily i n  a c t i v i t i e s  which ac~~omplisfi one or more of 
such exempt purposes specified i n  sect ion 501 fc) (3) .  An orpahization r.li1 I 
not be so regarded i f  more than an insv t s t an t i a l  part of i ts a c t i v i t i e s  is 
not i n  furtherance of an exempt purpose. 

Section 1 1 c 3 -  1 i of tEe Regulations sates tfiar! an 
organization is not organized or operated exclnsi~rely f o r  one o r  wore 
exempt purposes u n l ~ s s  it serves a public rather  than a pr iva te  i~terest ;  
Thus, t o  meet the  requirement of t h i s  sukdivision, it is necessary f o r  ar: 
organization t o  e s t ab l i sh  tha t  it is not organized or  operated f o r  the 
benefit  of pr iva te  i n t e r e s t s  such a s  designated individtvals, the creator  or 
h i s  family, shareholders of the organization, or persons control led,  
d i r ec t ly  or ind i rec t ly ,  by such pr iva te  in te res t s .  



Rev. Rul. :'I-395, 1971-2 C.B. 228 bolds tha t  a cooperative a r t  pal'lary 
fomcd and o ~ e r a t e d  by a group of a r t i s t s  f o r  tfre purpose of exbiFitinp on2 
se l l ing  : he i r  worl:s does not qua;ify f o r  exemption ztnder section !N(c)(J~ 
of the  Code. 

Based upon the inforvation submitted w i t ?  your application lC23 tie have 
determined tha t  the members of your organization a re  being d i r ec t l y  
benefitted by the exhibition and sa le  of the i r  works, with the r e sv l t  t ha t  
a major a c t i v i t y  of  the organization is serving the private i n t e r e s t s  cf 
those mmkers whose works a re  displayed fo r  sale. Therefore, ycu a r e  not 
operated exclusively fo r  chari table , educational or other purposes 
enumerated in  sect ion 501(c)(3) of the Code. In addition, s ince  your 
purposes as s t a t ed  i n  your organizational document go feyo12d those 
described i n  sect ion 5Cl(c)(3) of t h e  Code and your asse t s  a re  not 
permanently dedicated t o  an exempt purpose as required i n  s e c t i c ~  
1 . 5 1  c 3 b 4  of the  Regulations you a l so  are  not organized 
exclusively fo r  sect ion 501 fc)  (3) purposes. 

Since you are not  organized and operated exclusively for section .~@l ( c ) ( 3 )  
purposes, we have determined that  you do not qualify fo r  exenpt s t a t u s  
under the provisions of section S(\l(c)C3) of the  Code and pt~rpose t o  deny 
exemption under t h i s  section of the Code. You a l so  f a i l  t o  qualify fo r  
exemption under any other section of the Internal  Pevenue Code. 

Contributions made t o  you a re  not ded~cctible by tbe donorsl a s  charital-!e 
contributions a s  defined in section 170(c) of the Code. 

You a re  required t o  f i3e  a taxat-le return Form 1120 or ICCl v i t F  the 
Dis t r i c t  Director of Internal Revenue Service. Please send .the retvrr! t o  
the  Internal  Revenue Service, I?.@. Box 168C, General P ~ s t  Office, Rrool-I)T, 
NY 11202. 

If you do not agree with t h i s  determination you may protest i n  accerc'ance 
with the  enclosed instructions within 30 days. 

Protests  submitted which do not contain a l l  the documentation s ta ted  i n  the 
instructions w i l l  be returned fo r  completions. 

If we do not hear from you within that  time t h i s  determination w i l l  te 
considered f ina l  and the appropriate State Officials  t r i l l  be notif ied.  



( 1 )  

- 

If you do not protest this proposed determination in a timely maarer. it 
will be considered by the Internal Revenue Service as a failure to exl-a~vst - 

available administrative remedies. Section 7428(b) (2) of tke Interne 1 
Revenue Code provides in part that It!. declaratory judgment or decree tmEcr 
this section shall not be issued in any proceeding unless Tax Corlrt, 
the Claims Court, or the district court of the Irnited States for t,L'e 
District of Columbia determines that the organization involved has 
exhausted administrative remedies available to it within the, Internal 
Revenue Servi~e.~~ I 

Very truly yours, ,**** **** *  ** **********  

District Director 

-. 


